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Sector, Rating Outlooks Stable 

Fitch Ratings believes the German non-life insurance sector is well prepared to meet the 

challenges from low investment yields. We do not foresee a significant number of rating changes 

occurring over the next 12-24 months. We expect benefits from further increases in premium 

rates to be offset by low investment yields. The sector outlook and rating outlook remain stable. 

Strong Solvency II Ratios 

Non-life insurers had an average Solvency II ratio of 289% at end-2016, according to the German 

regulator, slightly up on end-2015 (278%). These solvency ratios are mostly calculated without 

Solvency II transitional measures. Fitch expects German non-life insurers to maintain strong 

capitalisation, with an average Solvency II ratio above 250% at end-2017, slightly lower than 

former Solvency I ratios, which averaged around 310%. 

Price Increases Expected 

We expect gross written premiums (GWP) for the non-life sector to grow 2% in 2017 and 1% in 

2018 due to higher pricing, following growth of around 3% in 2016. Growth in motor sector GWP 

in 2017 exceeded expectations, while underwriting profitability weakened slightly, due to higher 

claims expenses. We expect motor insurers to maintain underwriting discipline despite current 

strong pricing adequacy, with motor GWP growing by 2% in 2017 and a further modest increase 

in 2018. 

Strong, Stable Underwriting Results 

We expect the German non-life sector to report a strong and stable net combined ratio of 95% for 

2017 (2016: 96%) and 94% for 2018. We also expect a net underwriting result of EUR2.5 billion 

for 2016 and forecast EUR3.0 billion and EUR3.5 billion for 2017 and 2018 respectively. Our 

forecast is for the motor line to report positive underwriting results for 2016 and 2017, with a net 

combined ratio of 97% (2015: 98.2%).  

Investment Income to Decrease 

We estimate that the German non-life sector’s investment return will have declined to 3.5% in 

2016, from 3.9% in 2015. A further decline to 3.2% is forecast for 2017 and 3.0% in 2018, 

reflecting persistent low interest rates. Some non-life insurers are taking more asset risk in pursuit 

of higher returns, which leaves them more exposed to a significant deterioration in stock markets. 

Outlook Sensitivities 

Continued profitable growth in GWP of at least 3%, or a sustainable recovery in investment 

yields, could lead to a positive sector outlook. However, this is viewed as unlikely in the near 

term, as returns on existing asset portfolios will remain depressed by low yields. Declining 

investment returns could lead to a negative rating outlook, as additional risk from life businesses 

could depress the ratings for composite groups. 
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German Non-Life Sector – Year-End Figures and Fitch Forecasts 

(EURm) 2014 2015 2016E 2017F 2018F 

Gross written premiums  71,099 74,531 76,500 77,500 78,500 
Gross underwriting result 5,069 4,859 6,000 5,500 6,500 
Net underwriting result 2,902 2,932 2,500 3,000 3,500 
Gross loss ratio (%) 67.4 68.8 67.3 68.0 67.0 
Gross expense ratio (%) 25.4 25.2 25.0 25.0 25.0 
Gross combined ratio (%) 92.8 94.0 92.3 93.0 92.0 
Net combined ratio (%) 94.1 94.8 95.5 95.0 94.0 
Prior-year reserve adjustment

a
 (%) 7.7 7.8 8.0 8.0 8.0 

Net investment return rate (%) 4.2 3.9 3.5 3.2 3.0 
a
 As a percentage of gross written premiums 

Net underwriting result without equalisation reserve adjustment  
Source: Fitch, BaFin, GWP without PSVaG  
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